s 

353.39 

L72MSP 

1981 


PLEASE  RETURN 


STATE  DOCUMENTS  COLLECTION 

JUN  2  «  1982 

MONTANA  STATE  LIBRARY 

930  E  Lyndale  Ave. 

Helena,  Montana  59601 


MO 


Examini 
Fiscal    Year 


STATE   OF   MONTANA 

1 

jport  to  the   Legislature 

I 

)NTANA   STATE    PRISON 

■ 

ation  of  Financial  Statements 

<:;     FnHpH      liinp    ^n       IPSO    anH     IQRl 

1 

OFFICE  OF  THE  LEGISLATIVE  AUDITOR 

STATE  OF  MONTANA 
STATE  CAPITOL         •  HELENA 


Montana  Stale  Library 


3  0864   1003  2418  8 


STATE   OF   MONTANA 

Report  to  the   Legislature 

MONTANA   STATE    PRISON 

Examination  of  Financial  Statements 
Fiscal    Years    Ended  June  30,    1980  and   1981 


-„  Office  of  the   Legislative  Auditor 

^^''^^  Room   135,    State  Capitol 

Helena,    Montana     59620 


TABLE  OF   CONTENTS 

Page 

Administrative  Officials  iii 

Summary  of   Recommendations  iv 

Introduction  1 

Background  1 

Ranch  Operations  2 

Operating   Units  3 

Compliance  8 

Timber  Sales  8 

Oil   and   Gas   Leases  9 

Insurance  Proceeds  10 

Leave  Accrual  11 

Non-Treasury  Cash   Funds  11 

Payroll  12 

Inventory  13 

Fixed   Assets  14 

Prison    Industries  16 

Correctional   Officers  Overtime  17 

Housing   Rentals  18 

Federal   Grant  Compliance  19 

Internal   Controls  20 

Prior  Audit   Recommendations  22 

Auditor's   Report  and   Financial   Statements 

Auditor's   Report  24 

Combined   Balance  Sheets  All 

Funds  and   Account  Groups 

June  30,    1981  28 


TABLE  OF   CONTENTS   (Continued) 

Page 

Combined   Statement  of   Revenues, 

Expenditures,    and   Changes   in   Fund 

Balance   -    Budget  and   Actual    -   All 

Goverfimental    Fund   Types  for  the 

Fiscal   Year   Ended  June  30,    1981  29 

Combined   Statement  of   Revenues, 

Expenditures,   and   Changes  in   Fund 

Balance   -   Budget  and   Actual    -   All 

Governmental    Fund   Types  for  the 

Fiscal   Year   Ended   June  30,    1980  30 

Ranch   and   Dairy   Enterprise   Fund 

Comparative  Statement  of   Revenues, 

Expenses,    and   Changes   in    Retained 

Earnings  for  the  Years   Ended 

June  30,    1980  and   1981  31 

Notes  to  the   Financial   Statements  32 

Schedule  of   Federal   Subgrants   Fiscal 

Years   Ending   June  30,    1980  and   1981  36 

Agency   Reply  37 


ADMINISTRATIVE   OFFICIALS 


DEPARTMENT   OF    INSTITUTIONS 


Carroll   South  Director 


MONTANA   STATE    PRISON 

Henry   Risley  Warden 

Bill  Wells  Associate  Warden 

Administration 

Anna  Allen  Accountant 


III 


SUMMARY   OF    RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include 
a  listing  of  ail  recommendations  together  with  a  notation  as  to 
whether  the  agency  concurs  or  does  not  concur  with  each  recommen- 
dation. This  listing  serves  as  a  means  of  summarizing  the  recom- 
mendations contained  in  the  report  and  the  audited  agency's  reply 
thereto  and  also  as  a  ready  reference  to  the  supporting  comments. 
The  full  reply  of  the  Montana  State  Prison  is  included  in  the  back 
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INTRODUCTION 

We  performed  a  financial/compliance  audit  of  the  Montana  State 
Prison  for  the  two  fiscal  years  ended  June  30,  1981.  The  objectives 
of  the  audit  were  to:  (1)  determine  if  the  financial  statements 
present  fairly  the  financial  position  and  results  of  operations  of 
the  prison  for  the  two  fiscal  years  ended  June  30,  1981;  (2) 
determine  prison  compliance  with  applicable  laws  and  regulations; 
and  (3)  make  recommendations  for  improvements  in  the  mangement 
and   internal   accounting  controls  of  the  prison. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  this  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing the  recommendation. 

We    thank    the   director   of   the   Department   of    Institutions,    the 
Warden   of   the   Montana   State    Prison,    and  their   respective  staff  for 
their  cooperation  and  assistance  during  our  audit. 
BACKGROUND 

The  Montana  State  Prison  at  Deer  Lodge  was  initially  estab- 
lished as  a  federal  prison  in  1873.  When  Montana  was  granted 
statehood  in  1889,  the  prison  facilities  were  transferred  to  the 
state.  In  1953,  facilities  were  substantially  increased  by  the 
purchase  of  several  ranches  with  land  area  of  approximately  33,000 
acres. 

The  1973  Legislature  approved  construction  of  a  new  prison. 
The  new  facility  is  located  on  the  prison  ranch,  west  of  Deer 
Lodge.  The  old  facilities  were  subsequently  leased  to  the  city  of 
Deer   Lodge. 


The  prison  records  show  that  the  prison  population  averaged 
696  during  fiscal  year  1980-81.  The  prison  had  273  employees  on 
June  30,  1981.  Table  I  below  compares  the  April  10,  1982  popula- 
tion with  the  original  designed  capacity. 

TABLE  I 
CURRENT  POPULATION/DESIGN  CAPACITY 


Capacity  as 

Inmate  Population 

Originally  Designed 

Housing  Unit 

as  of 

April  10,  1982 

(Single  Occupancy) 

Close  Unit  I 

119 

96 

Close  Unit  11 

174 

9^ 

35^ 

Unit  A 

128 

Unit  B 

127 

Unit  C 

116 

Maximum 

40 

Total  Cell  Blocks 

704 

515 

Other 

19 

14^ 

Totals 

723 

529 

Source:   Compiled  by  the  Office  of  the  Legislative  Auditor 

Units  A,  B,  and  C  each  contain  12  additional  counselor  rooms,  a 
total  of  36,  which  are  not  included  in  the  capacity  shown  above. 
The  original  design  did  not  consider  the  counselor  rooms  as  inmate 
housing.  However,  some  of  these  rooms  have  been  used  for  inmate 
housing. 

2 
Maximum  contains  35  regular  cells,  7  holding  or  reception  cells, 

and  4  high  security  cells.  Only  the  35  regular  cells  are  con- 
sidered in  the  capacity.  The  other  cells  are  temporary  holding 
cells  and  inmates  are  assigned  other  living  quarters. 

3 
Other  includes:   infirmary;  slaughter  house;  dairy;  tag  plant; 

feed  lot;  cow  camp;  and  the  equipment  maintenance  shop.   The 

current  population  is  considered  the  capacity,  except  for  the 

infirmary  which  is  not  included  in  capacity  because  the  inmates 

are  assigned  other  living  quarters  while  in  the  infirmary. 


RANCH  OPERATIONS 

The    prison     ranch     is    used    to    supply     the    prison    and    other 
state     institutions     or     non-profit     organizations     with     agricultural 

2 


products.      The   ranch   operates  a  meat  packing  plant  and  dairy.    At 
June  30,    1981   the  livestock  inventory  consisted  of  333  dairy  cattle, 
3,436  beef  cattle,   and  27  horses.     The  market  value  of  the  livestock 
at  June  30,    1981   was  $1,702,913. 

We    noted    several    areas    for    improvements    in    accounting    for 
ranch  operations  which  we  discuss  in  the  following   section. 
Operating   Units 

The  prison  ranch  was  a  subject  of  concern  during  the  1979 
legislative  session.  House  Bill  483  passed  by  the  1979  Legislature 
stated,    in  part: 


"The  intent  of  the  legislature  is  to  continue  operation  of 
the  prison  ranch  on  a  probationary  basis  through  the 
1981  biennium.  Capital  expenditures  for  minor  replace- 
ment only  are  appropriated.  The  proposed  irrigation 
system  is  not  funded.  The  department  shall  develop  an 
accounting  system  for  the  ranch  by  July  1,  1979,  which 
accurately  portrays  the  revenues,  costs,  profits,  and 
losses  of  each  operating  component  of  the  ranch.  Any 
funds  generated  from  reducing  the  livestock  inventory 
shall  be  held  in  reserve.  Unless  the  ranch  operation 
clearly  demonstrates  that  it  can  operate  profitably,  the 
operation     should     be    terminated    and    the    land    leased." 


To   comply  with  the  provisions  of  House  Bill  483,   the  Department  of 
Institutions  contracted  with  an  accountant  to  develop  a  cost  account- 
ing    system    for    the    prison     ranch.       The    cost    accounting    system 
identified  the  following   units  or  components  as  cost  centers: 

701    -   Ranch    Administration,    702   -   Beef,    703   -   Dairy,    704  -   Hogs, 
705   -   Grain    Production,    706   -   Hay   Production,    707  -   Meat  Packing, 
708  -   Equipment  Maintenance,   709  -   Logging,   and  711    -  Transporta- 
tion.      Costs    were    identified    and    recorded    in    each    of   these    cost 
centers    and    the    cost    centers    were    then    allocated    to    three   profit 


centers   where   sales   revenue  was   recorded.      The  profit  centers  are 
Beef,    Pork,    and   Dairy. 

The  Department  of  Institutions  then  prepared  Operations 
Schedules  for  Beef,  Pork,  and  Dairy  Operations.  Table  II  below 
presents  the  information  as   reported  by  the  department. 

TABLE  II 

RANCH  OPERATIONS 
FISCAL  YEARS  ENDED  JUNE  30,  1980  AND  1981 


FY  1980 
Income 
Less : 

Cost  of  Production 
Gross  Margin 
Less: 

Delivery  Expense 

Administrative  Expense 
Net  Operating  Income 


Beef 


Pork 


Dairy 


Total 


$540,220  $166,926  $460,670  $1,167,816 

515,191   194,201   356,130   1,065,522 
25,029   (27,275)   104,540     102,294 


9,059 


15,594     5,049 
33,918    10,176     _ ,   ,   _ 
$(24,483)  $(42,500)  $  71,738  $_ 


23_j_743 


29,702 
67j_837 


4,755 


FY  1981 


Beef 


Pork 


Dairy 


Total 


Income 

$464,878 

$172,822 

$384,015 

$1 

,021,715 

Less: 

Cost  of  Production 

405,495 

156,336 

334,472 

896,303 

Gross  Margin 

59,383 

16,486 

49,543 

125,412 

Less: 

Delivery  Expense 

16,299 

6,243 

10,318 

32,860 

Administrative  Expense 

37,020 

13,750 

30,593 

81,363 

Net  Operating  Income 

$  6,064 

$  (3,507) 

$  8,632 

$_ 

11,189 

Source:      Department  of   Institutions 

Note:      The  goal   of  the   ranch  is   to  operate  on  a  break-even  basis   by 
pricing  ranch  products   to   recover  the  operating  costs. 


The  information  presented  above  is  not  adequate  to  analyze 
each  operating  component  of  the  ranch  as  explained  in  the  following 
paragraphs. 


The  operating  components  should  be  separate  profit  centers 
which  report  both  revenue  and  expenses  in  order  to  determine  the 
profit  or  loss  of  each  operating  component.  The  revenue  or  trans- 
fer price  of  each  operating  component  should  adequately  recover 
costs  incurred  but  should  not  exceed  market  price.  In  instances 
where  actual  costs  can  not  be  readily  identified,  market  price 
could  be  utilized.  Such  a  system  would  serve  to  identify  ineffi- 
cient ranch  operations  and  would  enable  management  to  choose 
between  corrective  action   and  alternative  commerical   sources. 

Using  the  ranch  schedules  on  page  4,  it  is  not  possible  to 
determine  what  affect  the  operations  of  the  feed  lot  had  on  the  net 
profit/loss  of  the  beef  operation.  There  are  no  records  to  determine 
the  weight  gain  or  period  of  time  that  individual  animals  are  kept 
in  the  feed  lot.  This  can  result  in  waste  since,  according  to 
packing  plant  personnel,  most  institutions  which  purchase  meat 
from  the  prison  ranch  prefer  lean  meat.  The  lack  of  accounting 
data  for  the  feed  lot  makes  it  impossible  to  determine  if  the  feed 
lot  is  an  economically  sound  operation. 

The  prison  valued  the  livestock  inventory  at  June  30,  1981, 
based  upon  June  15,  1981  market  prices  listed  in  the  Montana  Crop 
and  Livestock  Reporting  Service.  Table  III  presents  the  livestock 
inventory  at  June  30,    1981. 


TABLE   III 
PRISON  LIVESTOCK  -  JUNE  30,    1981 


Estimated 

Price  Per 

Number 

Average 

Hundred 

Animals 

Livestock  Class 

Weight 
1,050 

Weight 
$   41 

Value 

1,073 

Hereford  Cows 

$ 

461,927 

333 

Holstein  Cows-(Milkiug) 

1,200 

1,100/head 

366,300 

1,002 

Hereford  Calves 

375 

63 

236,722 

42 

Holstein  Calves 

450 

63 

11,907 

62 

Bulls 

1,400 

52 

45,136 

1,057 

Feeder  -  Heifers 

700 

59 

436,541 

200 

Feeder  -  Steers 

1,100 

59 

129,800 

27 

Horses 

N/A 

540/head 

$1 

14,580 
,702,913 

Source:      Department   of    Institutions 

The  prison  does  not  account  for  gains  or  losses  in  the  size  of 
its  cattle  herd  in  its  ranch  profit  and  loss  calculations.  For 
example,  if  the  herd  size  increases  by  300  units  in  a  year  this 
represents  a  $120,000  gain,  assuming  an  average  value  of  $400  per 
head,  which  is  not  represented  in  the  ranch  operating  statements. 
Conversely,  a  similar  reduction  in  the  herd  size  caused  by  selling 
more  cut  beef  products  than  live  cattle  produced  would  constitute 
a  $120,000  loss  that  would  not  be  reflected  in  the  ranch  operating 
statements.  Without  this  information  in  the  operating  statement  the 
prison  can  show  a  breakeven  year  for  the  prison  ranch  when  it  is 
actually  incurring  sizeable  gains  through  herd  size  increases  or 
losses  through  herd   liquidation. 

Ranch  cattle  reports  indicate  that  the  herd  size  increased  by 
592  animal  units  during  fiscal  years  1979-80  and  1980-81.  Because 
we  did  not  observe  the  prison's  inventory  procedures  at  June  30, 
1979,     and    June  30,     1980,     and    the    accounting    controls    were    not 


such  that  we  could  determine  the  actual  number  of  cattle  in  the 
herd  on  these  dates,  we  were  not  able  to  issue  an  opinion  on  the 
financial  statements  reflecting  ranch  operations  for  the  two  fiscal 
years  ended  June  30,  1981.  Ranch  records,  however,  show  the 
above  increases  which,  if  correct,  would  constitute  actual  ranch 
gains  of  $236,800,  assuming  an  average  value  of  $400  per  head, 
while   its   operating    statements    show   operations    nearly   break   even. 

House  Bill  483  passed  by  the  1979  Legislature  required  that 
any  funds  generated  from  reducing  the  livestock  inventory  shall  be 
held  in  reserve.  Based  on  this  requirement,  the  ranch  operations 
presented  in  Table  II  do  not  reflect  $154  in  cattle  sales  in  fiscal 
year   1979-80  or  $4,420  in  cattle  sales   in  fiscal   year  1980-81. 

Department  of  Institutions  officials  stated  they  are  currently 
modifying  their  cost  accounting  system  for  the  prison  ranch  opera- 
tions. Their  modifications  should  alleviate  some  of  the  problems  we 
noted  in  accounting  for  prison  ranch  operations.  Department 
officials  explained  they  plan  to  establish  the  following  operating 
components  as  profit  centers  for  the  ranch:  7200  -  Range  Cattle, 
7300  -  Dairy,  7400  -  Feed  Lot,  7500  -  Crop  Production,  7700  -  Meat 
Packing  Plant,  and  7900  -  Inventory  Management.  Department 
officials  explained  each  center  will  record  costs  and  revenue. 
They  stated  the  revenue  or  transfer  price  will,  in  most  cases,  be 
based  on  market  value. 

In  order  to  make  sound  management  decisions  the  Department 
of  Institutions  should  divide  the  ranch  operations  into  functional 
components  including  areas  such  as  crop  production,  range  cattle, 
dairy,    feed    lot,    and    packing    plant    for    information    purposes    and 


report   all    financial    gains   and    losses    in   its  financial   statements  and 
accounting   records. 

RECOMMENDATION   #1 

WE    RECOMMEND   THE    PRISON: 

A.  DIVIDE    THE    PRISON    RANCH    OPERATIONS    INTO    FUNC- 
TIONAL  OPERATING   COMPONENTS. 

B.  REPORT    ALL     FINANCIAL    ACTIVITY    IN    ITS    FINANCIAL 
STATEMENTS   AND   ACCOUNTING    RECORDS. 

COMPLIANCE 

The    prison    has    not    established    policies    and    procedures    that 
comply    with    state    law    relating    to    the    matters    described    below. 
Timber  Sales 

The     prison     received    $87,967    from    timber    sales    during    the 
period  September  1977  through  June  30,   1981.      The  prison  deposited 
$61,421    of   the  timber  sale  revenue  into  the  state's  General   Fund   in 
accordance    with    state    law.       However,     it    has    not    deposited    the 
balance  of  $26,546  in  the  General   Fund. 

The  prison,  with  the  concurrence  of  the  Governor's  Office  of 
Budget  and  Program  Planning,  held  the  $26,546  in  its  Revolving 
Fund  during  fiscal  year  1979-80  as  reimbursement  for  estimated 
slash  disposal  and  timber  stand  improvement  costs.  The  prison 
held  this  money  on  the  premise  that  state  law  required  only  the 
deposit  of  net  timber  sale  proceeds  to  the  General  Fund.  We  find 
no  statutory  authority  for  withholding  any  amounts  received  from 
timber  sales. 


The  Attorney  General  held  in  a  February  20,  1979,  opinion 
that:  "It  is  clear  that  the  legislature  has  set  up  the  prison  ranch 
as  an  enterprise  operation  only  for  limited  specific  purposes,  and 
not  for  the  purpose  of  general  timber  sales  and  oil  and  gas  leases." 
The  opinion  also  held  that  proceeds  from  these  sources  must  go 
into   the   state   General    Fund   to  be  appropriated   by  the   Legislature. 

House  Bill  483,  enacted  by  the  1979  Legislature,  provides: 
"The  Department  shall  immediately  deposit  all  money  received  in 
connection  with  oil  and  gas  exploration  and  drilling  activities  and 
timber  sales  in  the  General  Fund."  Therefore,  the  prison  should 
deposit  the  $26,546  of  its  timber  sale  proceeds  in  the  state  General 
Fund.  In  addition,  as  long  as  timber  sale  revenue  is  deposited  in 
the  General  Fund,  costs  incurred  in  the  timber  operation  should  be 
budgeted  and   recorded   in  the  General   Fund. 

RECOMMENDATION   #2 

WE  RECOMMEND  THE  PRISON  DEPOSIT  ALL  TIMBER  SALE 
PROCEEDS  IN  THE  STATE  GENERAL  FUND  IN  ACCORDANCE 
WITH   STATE    LAW. 

Oil   and   Gas   Leases 

In  fiscal  year  1980-81  the  prison  received  $40,968  in  revenue 
from  oil  and  gas  leases.  The  Department  of  State  Lands  collected 
and  transferred  the  revenue  to  the  prison  Enterprise  Fund  during 
April  1981.  The  prison  did  not  deposit  this  revenue  in  the  state 
General  Fund  until  fiscal  year  1981-82.  The  prison  accountant 
stated    the    Department  of   State    Lands   had    not   notified    her  of  the 


transfer.  However,  a  review  of  the  prison's  Statewide  Budgeting 
and  Accounting  System  (SBAS)  reports  would  iiave  disclosed  the 
transfer. 

In  order  to  ensure  timely  deposit  of  oil   and  gas   lease  proceeds, 
the     prison     should     contact     the     Department     of    State     Lands    and 
request    that    it    deposit    revenue    from    prison     ranch    oil     and    gas 
leases  directly  to  the  prison's  account  in   the  General   Fund. 

RECOMMENDATION   #3 

WE  RECOMMEND  THE  PRISON  REQUEST  THE  DEPARTMENT 
OF  STATE  LANDS  TO  DEPOSIT  REVENUE  FROM  OIL  AND 
GAS  LEASES  IN  THE  GENERAL  FUND  TO  THE  CREDIT  OF 
THE   PRISON. 

Insurance   Proceeds 

Section  2-17-105,  MCA,  requires  insurance  moneys  not  spent 
or  committed  within  two  years  of  the  time  received,  to  revert  to 
the  fund  and  account  from  which  the  premiums  were  paid.  Money 
reverted  in  this  manner  may  not  be  spent  by  the  agency  having 
custody  of  the  damaged  property  but  shall  be  available  for  future 
legislative  appropriation.  As  recommended  in  its  fiscal  year  1978-79 
audit  report,  the  prison  should  revert  to  the  General  Fund  $7,262 
of  insurance  proceeds  currently  held  in  the  Bond  Proceeds  and 
Insurance  Clearance   Fund. 

RECOMMENDATION   #4 

WE    RECOMMEND    THE    PRISON    REVERT   $7,262  OF    INSURANCE 

PROCEEDS   TO   THE   STATE   GENERAL    FUND. 
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Leave  Accrual 

Sections  2-18-611  and  2-18-618,  MCA,  require  that  vacation 
and  sick  leave  be  credited  at  the  end  of  each  pay  period.  The 
prison  accrues  leave  credits  at  the  end  of  the  month.  When  an 
employee  terminates,  leave  credits  are  not  prorated  for  a  fractional 
month's  service.  Consequently,  employees  terminating  during  the 
month  are  not  receiving  compensation  for  leave  credits  earned  as 
set  forth   in  state  law. 

RECOMMENDATION   tt5 

WE      RECOMMEND     THE     PRISON     ACCRUE     EMPLOYEE     LEAVE 

CREDITS    IN    ACCORDANCE   WITH    STATE    LAW. 

Non-Treasury  Cash   Funds 

Sections  17-2-201  and  202,  MCA,  provide  that  all  non-treasury 
cash  funds  must  be  authorized  by  the  Department  of  Administration. 
We  contacted  the  Department  of  Administration  and  were  informed 
the  prison  petty  cash  fund  was  not  authorized.  We  also  noted  that 
the  contingent  revolving  fund  and  the  inmate  checking  account 
both  exceeded  the  amounts  authorized.  In  order  to  comply  with 
state  law,  the  prison  should  obtain  authorization  from  the  Depart- 
ment of  Administration  for  non-treasury  cash  funds  or  deposit 
these  funds  in  the  state  treasury. 

RECOMMENDATION   #6 

WE    RECOMMEND    THAT    THE    PRISON    MAINTAIN    ONLY   THOSE 
NON-TREASURY   CASH    FUNDS   AUTHORIZED   BY   THE   DEPART- 
MENT  OF   ADMINISTRATION. 
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PAYROLL 

The  prison  payroll  clerk  performs  several  incompatible  duties 
which  create  a  material  weakness  in  the  control  system.  The  clerk 
prepares  the  prepayroll  and  submits  it  to  the  accounting  supervisor 
for  approval.  However,  the  payroll  clerk  can  also  approve  the 
payroll.  After  approval,  the  prepayroll  is  returned  to  the  payroll 
clerk  who  sends  it  to  Helena  for  processing.  The  payroll  clerk 
also  receives  the  payroll  warrants  from  the  State  Auditor's  Office 
and  sorts  them  for  distribution.  The  warrants  are  then  given  to  a 
secretary  for  distribution.  However,  when  the  secretary  was 
absent,  we  observed  the  payroll  clerk  distributing  warrants. 
Unclaimed  warrants  are  returned  to  the  payroll  clerk  who  distributes 
them  at  a   later  date. 

The  prison  could  adequately  control  its  payroll  transactions 
by  reorganizing  the  duties  of  its  current  staff  without  adding  any 
additional  staff.  Changes  necessary  in  the  current  system  include 
the  following: 


1.  The  payroll  supervisor  or  some  other  person  not  involved 
in  the  preparation  of  the  payroll  should  review  and 
approve  the  payroll  before  processing.  The  payroll 
clerk   should    not   be   authorized   to   perform  this  function. 

2.  Once  the  payroll  is  approved,  it  should  not  be  returned 
to  the  payroll   clerk  prior  to  processing. 

3.  The  payroll  clerk  should  not  have  access  to  payroll 
warrants  returned  from  processing. 


In  order  to  have  adequate  controls,  and  thereby  minimize  the  risk 
of  loss,  the  duties  of  preparation,  approval,  submission  and  distri- 
bution of  payroll   should  be  segregated. 
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RECOMIVIENDATION   #7 

WE   RECOMMEND   THE   PRISON   SEGREGATE  THE   PREPARATION, 

APPROVAL,    SUBMISSION,    AND   DISTRIBUTION   OF   PAYROLL. 

INVENTORY 

The  prison  completed  a  physical  inventory  of  all  supplies  and 
materials  during  fiscal  year  1980-81.  This  was  the  first  complete 
inventory  since  1978.  The  prior  audit  report  for  fiscal  year  1978- 
79  noted  the  need  for  annual  physical  inventories.  While  the 
prison  currently  utilizes  a  computerized  inventory  system  that 
provides  a  perpetual  inventory  record,  it  is  necessary  to  conduct 
a  periodic  physical  inventory.  A  physical  inventory  aids  in  detect- 
ing errors  in  the  perpetual  records  and  enables  officials  to  detect 
damaged  or  obsolete  inventory  items  or  possible  unauthorized  use 
of  inventory   items. 

In  order  to  obtain  the  control  provided  by  a  physical  inven- 
tory, it  is  not  necessary  that  all  inventory  be  counted  at  the  same 
date.  The  prison  could  segregate  the  inventory  into  different 
classes  and  conduct  a  physical  inventory  by  class.  In  this  manner, 
the  timing  of  the  physical  inventory  could  be  integrated  with  other 
duties  throughout  the  year. 

During   its  inventory   process,    prison  officials   noted  the  follow- 
ing fuel   supply  control   weaknesses: 


1)  not  all  the  gasoline  was  centrally  stored,  some  gasoline 
was  kept  at  an  outlying  location  away  from  the  main 
prison  complex; 

2)  the  fuel   truck  meter  was  not  working   properly; 
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3)  no    reconciliation    was   made   of   fuel   dispensed   to  and   from 
the  fuel   truck;    and 

4)  diesel   fuel   was   not   metered. 


The  prison  utilizes  a  key  meter  system  where  the  driver  of 
each  vehicle  is  issued  a  unique  key  to  the  fuel  pump.  The  key 
meter  will  record  the  amount  of  fuel  issued  under  each  key.  The 
prison  should  balance  the  key  meter  and  pump  totals  to  subtotals 
by  vehicle.      All   meter   keys  and  duplicate   keys   should   be  controlled. 

RECOMMENDATION   tt8 

WE    RECOMMEND   THE    PRISON: 

A.  PERFORM   ANNUAL    PHYSICAL    INVENTORIES. 

B.  IMPROVE   CONTROLS    FOR    FUEL   SUPPLIES. 

FIXED   ASSETS 

The  prison  has  corrected  many  of  the  fixed  asset  accounting 
weaknesses  noted  in  prior  audit  reports.  However,  we  found  some 
room  for  improvement  in   fixed  asset  accounting. 

During    fiscal    year    1980-81,    the   prison    recorded   approximately 
$314,000   of   equipment   in  the  general   fixed  asset  group  of  accounts 
and  $211,823   in  the  prison   ranch  enterprise  operation.      The  $314,000 
in  general   fixed  assets  does   not  include  any  maintenance  equipment, 
vehicles  or  mobile  equipment,    equipment  at  the  license  plate  factory, 
furnishings    in   two   of   the   inmate   housing    units,    and    equipment    in 
the    rental    housing    units.       The   omission   of   these   equipment    items 
has,    in  our  opinion,   a  material   effect  on   the  equipment  valuation   in 
the    general    fixed    asset    group    of    accounts.       It    was    not    practical 
for   us   to  determine  the  dollar  amount  of  the   unrecorded   equipment. 
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The  prison  utilizes  the  Department  of  Institutions'  Supply 
Inventory  Monitoring  System  (SIMS)  to  account  for  fixed  assets. 
As  discussed  in  the  preceding  paragraph,  not  all  the  fixed  asset 
items  were  recorded  on  SIMS.  In  addition,  SIMS  did  not  include 
dollar  values  for  recorded  assets.  We  also  noted  that  when  assets 
were  transferred  from  one  location  to  another,  SIMS  was  not  up- 
dated to  reflect  the  change.  As  a  result,  we  could  not  readily 
locate  assets  recorded  on  SIMS.  Because  of  these  problems  we 
could  not  rely  on  SIMS  to  provide  the  detailed  information  necessary 
for  proper  fixed  asset  accounting.  This  type  of  detailed  information 
is  necessary  to  provide  adequate  controls  over  fixed  assets  and 
provide  support  for  the  financial   statement  amounts. 

In  addition  to  the  accounting  problems  discussed  above,  we 
also  noted  that  many  equipment  items  were  not  properly  tagged  or 
otherwise  identified.  The  tagging  of  equipment  aids  in  providing 
adequate  control  and  identification  of  fixed  assets.  We  observed 
13  pieces  of  farm  equipment  which  could  not  be  identified  in  the 
equipment  records  for  the  ranch.  Some  of  the  older  items  had  an 
identification  number  painted  on  them.  However,  those  numbers 
are  currently  not  being  used   in  the  accounting  system. 

In  order  to  provide  adequate  physical  controls  over  fixed 
assets  and  properly  present  fixed  assets  in  the  financial  statements, 
prison  officials  should  ensure  that  all  fixed  assets  are  properly 
identified  and  recorded  in  the  accounting  records.  The  records 
should  be  adjusted  when  items  are  transferred  between  locations, 
periodic  physical  inventories  should  be  taken,  and  any  discrep- 
ancies  between  the  inventory  and  the  accounting   records  should  be 
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resolved.       Any    additions    or    deletions    of    fixed    assets    should    be 
promptly  recorded   in  the  accounting   records. 

The  prison  should  be  able  to  correct  these  problems  without 
incurring  any  significant  costs.  The  Department  of  institutions' 
Supply  Inventory  Monitoring  System  (SIMS)  should  be  able  to 
adequately  account  for  assets  if  the  prison  places  all  assets  on  the 
system.  The  state  Property  Accountability  Management  System 
(PAMS)   could   also  be  utilized   for  fixed  asset  accounting 

RECOMMENDATION   #9  • 

WE     RECOMMEND    THE    PRISON    CONTINUE    TO     IMPROVE    THE 
PHYSICAL    CONTROL   AND  ACCOUNTING    FOR    FIXED   ASSETS. 

PRISON    INDUSTRIES 

In   1979  the  Legislature  established  a  prison   industries  program 
as   a   subprogram   of   the    Department   of    Institutions    Central    Office. 
The   activity  of  this  program  is  not  reflected   in  the  prison  financial 
statements  as  explained   in  footnote  5,    page  34. 

During  fiscal  year  1979-80,  the  Department  of  Institutions 
reported  sales  revenue  of  $17,762,  General  Fund  support  of  $12,113, 
a  Board  of  Crime  Control  Grant  of  $9,772,  and  other  funds  of 
$2,500  were  used  to  fund  the  program,  program  expenditures  were 
$42,090.  During  fiscal  year  1980-81,  the  Department  of  Institutions 
reported  sales  revenue  of  $14,729,  a  Board  of  Crime  Control  Grant 
of  $38,998,  and  $13,500  overhead  charges  assessed  against  the 
prison   ranch  were  used  to  fund  the  program,    program  expenditures 
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were  $67,237.  The  prison  industries  program  activity  involved 
upholstery,  furniture  repair,  and  printing  operations  during  the 
audit  period.  The  work  was  performed  by  inmates.  Because  this 
program  involves  inmate  labor  and  is  considered  part  of  the  inmate 
training  and  rehabilitation,  the  program  properly  belongs  on  the 
prison  accounting  records  as  an  integral  part  of  the  prison  activity. 
Department  of  Institutions  personnel  informed  us  that  the 
prison  industries  program  is  being  reported  as  an  enterprise  fund 
on  the  prison's  accounting   records  beginning   in  fiscal   year  1981-82. 

RECOMMENDATION   #10 

WE  RECOMMEND  THE  PRISON  CONTINUE  RECORDING  THE 
PRISON  INDUSTRIES  PROGRAM  AS  AN  ENTERPRISE  FUND 
OPERATION    IN    ITS   ACCOUNTING   RECORDS. 

CORRECTIONAL   OFFICERS  OVERTIME 

Overtime  payments  for  prison  correctional  staff  totaled  $233,718 
in  fiscal  year  1979-80  and  $100,742  in  fiscal  year  1980-81.  A  1979 
prison  audit  reported  that  the  prison  paid  correctional  staff  for 
substantial  amounts  of  overtime  during  fiscal  year  1978-79.  Section 
53-30-103,  MCA,  states  in  part  "The  staff  of  correctional  personnel 
shall  not  work  more  than  40  hours  or  5  days  a  week  except  in 
cases  of  riots,  escapes,  or  other  emergencies  endangering  health, 
life,   or  property." 

Prison  officials  explained  that  they  consider  certain  posts 
"mandatory"  to  provide  adequate  security  at  the  prison.  When  a 
vacancy    occurs    in   one  of   the   posts   they   often   must   pay   overtime 
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to  man  the  post  because  there  are  no  other  correctional  staff 
available  on  the  particular  shift.  Officials  also  contend  that  there 
are  not  enough  positions  available  to  meet  all  contingencies  and 
eliminate  overtime  payments.  Prison  officials  should  establish  a 
formal  plan  documenting  which  posts  are  mandatory  and  explain  the 
need   to  staff  these  posts  at  all   times. 

RECOMMENDATION   #11 

WE    RECOMMEND   THE    PRISON: 

A.  EVALUATE    ITS   STAFFING    LEVEL   AND   SEEK   THE    NECES- 
SARY    FTE    TO    ADEQUATELY    STAFF    CUSTODIAL    POSI- 
TIONS   WITHIN    THE    STATUTORY    PROVISIONS    LIMITING 
THE   CUSTODIAL   WORK    DAY;    OR 

B.  FORMALLY     ESTABLISH     A     PLAN     DOCUMENTING    WHICH 
POSITIONS   ARE   MANDATORY   TO   COMPLY   WITH    SECTION 
53-30-103,    MCA. 

HOUSING    RENTALS 

The  prison  maintains  13  housing  units  for  employees.  Rental 
rates,  which  range  from  $20  to  $40  per  unit,  include  utilities  and 
maintenance.  Rates  have  not  changed  during  the  past  eight  years. 
As  noted  in  the  audit  report  for  fiscal  year  1978-79,  rental  income 
does   not  even  cover  the  utility  costs  for  these  units. 

The  appropriation  bill  (HB  483)  enacted  by  the  1979  Legisla- 
ture directed  the  Department  of  Institutions  to  implement  a  realistic 
rental  policy  to  charge  rental  rates  that  reflect  increasing  costs  to 
the   state.      The   department   prepared    a    housing    policy,    which    was 
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issued  as  a  guideline.  However,  according  to  one  department 
official,  the  policy  was  never  fully  approved.  The  prison  has  not 
adjusted  its  housing  rental  rates  to  the  criteria  set  forth  in  the 
department's  housing   policy  guidelines. 

Department  of  Institutions  guidelines  state  that  compensation 
shall  be  equitable  for  all  department  employees.  Department  guide- 
lines also  state  that  the  historical  practice  of  partially  compensating 
employees  with  nonsalary  benefits  is  to  be  eliminated.  Department 
guidelines  provide  for  a  discount  or  rent  adjustment  if  having  an 
employee  reside  in  institutional  housing  is  considered  essential  to 
the  operation  of  the  institution.  Based  on  our  review,  not  ail  the 
tenants  appear  to  be  essential  on-site  personnel.  The  current 
rental   rates  constitute  subsidies  for  the  tenants. 

RECOMMENDATION   tt12 

WE  RECOMMEND  THAT  THE  PRISON  REVISE  RENTAL  RATES 
ON  PRISON  HOUSING  UNITS  IN  ACCORDANCE  WITH  DEPART- 
MENT  GUIDELINES. 

FEDERAL   GRANT   COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
requirements  of  the  U.S.  Office  of  Management  and  Budget  (0MB), 
Circular  A-102,  Attachment  P.  This  circular  provides  for  audits 
of  financial  operations,  including  compliance  with  certain  provisions 
of  federal   laws  and   regulations. 

We  did  not  note  any  federal  compliance  problems  or  question 
any    costs     relating    to    the    prison's    use    of    federal    funds    during 


19 


fiscal    years    1979-80   and    1980-81.      All    tested   items  were  in   compli- 
ance   with    applicable    laws    and    regulations.       Nothing    came    to    our 
attention   that  causes   us   to  believe  untested   items  are  not  in   compli- 
ance with   applicable   laws  and   regulations. 
INTERNAL    CONTROLS 

We  have  examined  the  financial  statements  of  the  Montana 
State  Prison  for  the  two  years  ended  June  30,  1981,  and  have 
issued  our  report  thereon  dated  September  18,  1981.  As  part  of 
our  examination,  we  made  a  study  and  evaluation  of  the  system  of 
internal  accounting  control  of  the  Montana  State  Prison  to  the 
extent  we  considered  necessary  to  evaluate  the  system  as  required 
by  generally  accepted  auditing  standards  and  the  standards  for 
financial  and  compliance  audits  contained  in  the  U.S.  General 
Accounting  Office  Standards  for  Audit  of  Governmental  Organizations, 
Program,  Activities,  and  Functions.  For  purposes  of  this  report, 
we  have  classified  significant  controls  in  the  prison's  accounting 
system  in  the  following  categories: 

1.  Revenue,    Cash   Receipts 

2.  Expenditures,    Payables,   and  Accruals 

3.  Payroll 

4.  Fixed  Assets 

5.  Cash 

We  evaluated   the  significant  controls   identified   in  the  above  categories. 
Other   auditing    procedures   were   applied    to  accounts  receivable  and 
inmate   account   balances   maintained    by   the   prison    because  we  con- 
cluded   that    expanded    substantive   audit   testing    was   more   efficient 
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than  relying  on  the  internal  control  system.  Our  preliminary 
review  of  inventory  internal  controls  indicated  material  control 
weaknesses.     Therefore,   we  chose  not  to  rely  on   inventory  controls. 

The  purpose  of  our  study  and  evaluation  was  to  determine  the 
nature,  timing,  and  extent  of  the  auditing  procedures  necessary 
for  expressing  an  opinion  on  the  entity's  financial  statements. 
Our  study  and  evaluation  was  more  limited  than  would  be  necessary 
to  express  an  opinion  on  the  system  of  internal  accounting  control 
taken  as  a  whole  or  on  any  of  the  categories  of  controls  identified 
above. 

The  management  of  the  Montana  State  Prison  is  responsible 
for  establishing  and  maintaining  a  system  of  internal  accounting 
control.  In  fulfilling  this  responsibility,  estimates  and  judgments 
by  management  are  required  to  assess  the  expected  benefits  and 
related  costs  of  control  procedures.  The  objectives  of  a  system 
are  to  provide  management  with  reasonable,  but  not  absolute, 
assurance  that  assets  are  safeguarded  against  loss  from  unautho- 
rized use  or  disposition,  and  that  transactions  are  executed  in 
accordance  with  management's  authorization  and  recorded  properly 
to  permit  the  preparation  of  financial  statements  in  accordance  with 
generally  accepted  accounting  principles.  Because  of  inherent 
limitations  in  any  system  of  internal  accounting  control,  errors  or 
irregularities  may  nevertheless  occur  and  not  be  detected.  Also, 
projection  of  any  evaluation  of  the  system  to  future  periods  is 
subject  to  the  risk  that  procedures  may  become  inadequate  because 
of  changes  in  conditions  or  that  the  degree  of  compliance  with  the 
procedures  may  deteriorate. 
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Our  study  and  evaluation  made  for  the  limited  purpose  described 
in  the  first  paragraph  would  not  necessarily  disclose  all  material 
weaknesses  in  the  system.  Accordingly,  we  do  not  express  an 
opinion  on  the  system  of  internal  accounting  control  of  the  Montana 
State  Prison  taken  as  a  whole  or  on  any  of  the  categories  of  control 
identified  in  the  first  paragraph.  However,  our  study  and  evalua- 
tion disclosed  the  following  conditions  that  we  believe  result  in 
more  than  a  relatively  low  risk  that  errors  or  irregularities  in 
amounts  that  would  be  material  in  relation  to  the  financial  state- 
ments of  the  Montana  State  Prison  may  occur  and  not  be  detected 
within  a  timely  period.  We  discuss  weaknesses  noted  in  payroll 
on    page  12,    inventory    on    page  13,    and    fixed   assets   on    page  14. 

These  conditions  were  considered  in  determining  the  nature, 
timing,  and  extent  of  the  audit  tests  to  be  applied  in  our  examina- 
tion of  the  financial  statements  for  the  two  years  ended  June  30, 
1981,  and  this  report  does  not  affect  our  report  on  the  financial 
statements  dated  September  18,   1981. 

The  preceding  five  paragraphs  are  intended  solely  for  the  use 
of  management  and  the  legislature  and  should  not  be  used  for  any 
other  purpose.  This  restriction  as  to  use  is  not  intended  to  limit 
the  distribution  of  this  document  which,  upon  acceptance  by  the 
Legislative  Audit  Committee,  is  a  matter  of  public  record. 
PRIOR   AUDIT    RECOMMENDATIONS 

The  last  audit  of  the  prison  was  performed  by  a  CPA  firm 
under  contract  with  our  office.  That  audit  for  the  fiscal  year 
ended    June  30,    1979,    contained   26   recommendations   which  are  still 
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applicable  to  prison  operations.  The  prison  concurred  with  all 
recommendations.  Of  the  26  recommendations,  the  prison  imple- 
mented 12,  partially  implemented  4,  and  did  not  implement  10. 
Discussions  of  those  recommendations  still  applicable  to  the  prison 
but  not  implemented  include  insurance  proceeds  (page  10),  fixed 
assets  (page  14),  non-treasury  cash  funds  (page  11),  correctional 
officers  overtime  (page  17),  housing  rentals  (page  18),  and  inven- 
tory (page  13). 
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The   Legislative  Audit  Committee 
of  the  Montana  State   Legislature: 

We  have  examined  the  Combined  Balance  Sheets,  All  Funds 
and  Account  Groups,  of  the  Montana  State  Prison  as  of  June  30, 
1981,  the  Combined  Statement  of  Revenues,  Expenditures,  and 
Changes  in  Fund  Balance  -  Budget  and  Actual  -  All  Governmental 
Fund  Types,  and  the  Ranch  and  Dairy  Enterprise  Fund  Comparative 
Statement  of  Revenues,  Expenses,  and  Changes  in  Retained  Earnings 
for  the  two  years  then  ended.  Our  examination  was  made  in 
accordance  with  generally  accepted  government  auditing  standards 
for  financial  compliance  audits  and,  accordingly,  included  such 
tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances,  except  as  stated 
in  the  following   paragraph. 

We   did    not  observe  the  physical   inventories  taken  at  June  30, 

1979,  and  June  30,  1980,  and  we  were  not  able  to  satisfy  ourselves 
by  means  of  other  procedures  concerning  inventory  quantities. 
The    amount    of    the    inventories    at    June  30,     1979,     and    June  30, 

1980,  enter  materially  into  the  determination  of  the  results  of 
operations  and  changes  in  financial  position  for  the  years  ended 
June  30,    1980,    and    June  30,    1981.      Therefore,    we   do  not  express 
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an  opinion  on  the  accompanying  Ranch  and  Dairy  Enterprise  Fund 
Comparative  Statement  of  Revenues,  Expenses,  and  Changes  in 
Retained  Earnings  for  the  years  ended  June  30,  1980,  and  June  30, 
1981. 

The  prison  did  not  present  a  Ranch  and  Dairy  Enterprise 
Fund  Statement  of  Changes  in  Financial  Position  for  the  years 
ended  June  30,  1980  and  1981.  The  prison  did  not  present  a 
Canteen  Enterprise  Fund  Statement  of  Revenues,  Expenses,  and 
Changes  in  Retained  Earnings  or  a  Statement  of  Changes  in  Finan- 
cial Position  for  the  years  ended  June  30,  1980  and  1981.  Presen- 
tation of  such  statements  are  required  by  generally  accepted 
accounting  principles. 

The  prison  did  not  deposit  $26,546  of  timber  sale  revenue  in 
the  General  Fund  during  fiscal  1979-80  as  required  by  state  law. 
As  a  result.  General  Fund  revenue  is  understated  by  $26,546  and 
Ranch  and  Dairy  Enterprise  Fund  revenue  is  overstated  by  $26,546 
for  the  year  ended   June  30,    1980. 

The  equipment  valuation  reported  in  the  General  Fixed  Asset 
Group  of  Accounts  at  June  30,  1981  does  not  include  maintenance 
equipment,  vehicles  or  mobile  equipment,  equipment  at  the  license 
plate  factory,  furnishings  in  two  of  the  inmate  housing  units,  and 
equipment  in  the  rental  housing  units.  The  omission  of  these 
equipment  items  has,  in  our  opinion,  a  material  effect  on  the 
equipment  valuation  in  the  General  Fixed  Asset  Group  of  Accounts 
at  June  30,  1981.  It  was  not  practical  to  determine  the  exact 
amount  of  the  understatement  of  equipment  values  in  the  General 
Fixed  Asset  Group  of  Accounts. 
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In  our  opinion,  except  for  the  omission  of  the  financial  state- 
ments resulting  in  an  incomplete  presentation  as  explained  in  the 
third  paragraph,  and  the  matters  discussed  in  paragraphs  four 
and  five,  the  financial  statements  listed  below  present  fairly  the 
financial  position  of  such  funds  and  account  groups  of  the  Montana 
State  Prison  at  June  30,  1981,  and  the  results  of  operations  and 
the  changes  in  fund  balance  of  such  funds  for  the  two  fiscal  years 
then  ended,  in  conformity  with  generally  accepted  accounting 
principles  which,  except  for  the  change,  with  which  we  concur,  in 
the  combination  of  funds  as  described  in  note  1  to  the  financial 
statements,    have  been  applied  on   a  consistent  basis. 


STATEMENT  NAME 


Combined  Balance  Sheets 
All  Funds  and  Account 
Groups 

Combined  Statement  of 
Revenues,  Expenditures, 
and  Changes  in  Fund 
Balance  -  Budget  and 
Actual  -  All  Govern- 
mental Fund  Types 


FUND/ACCOUNT  GROUP    FISCAL  YEAR  ENDED 


General  Fixed  Asset 
Group  of  Accounts 


General  Fund 


June  30,  1981 


June  30,  1980 


In  our  opinion,  the  statements  listed  below  present  fairly  the 
financial  position  of  such  funds  and  account  groups  of  the  Montana 
State  Prison  at  June  30,  1981,  and  the  results  of  its  operations 
and  the  changes  in  fund  balance  or  retained  earnings  of  such 
funds  for  the  two  fiscal  years  then  ended,  in  conformity  with 
generally  accepted  accounting  principles  which,  except  for  the 
change,  with  which  we  concur,  in  the  combination  of  funds  as 
described  in  note  1  to  the  financial  statements,  have  been  applied 
on  a  consistent  basis. 
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STATEMENT  NAME 

Combined  Balance  Sheets 
-  All  Funds  and  Account 
Groups  June  30,  1981 


FUND 


General  Fund 
Special  Revenue  Fund 
Enterprise  Fund 
Agency  Fund 


FISCAL  YEAR 
ENDED 

June  30,  1981 

June  30,  1981 

June  30,  1981 

June  30,  1981 


Combined  Statement  of 
Revenues,  Expenditures, 
and  Changes  in  Fund 
Balance  -  Budget  and 
Actual  -  All  Governmen- 
tal Fund  Types 


General  Fund 
Special  Revenue  Fund 
Special  Revenue  Fund 


June  30,  1981 
June  30,  1981 
June  30,  1980 


The  accompanying  Schedule  of  Federal  Subgrants  is  presented 
for  additional  analysis  and  disclosure  purposes  in  compliance  with 
"Guidelines  for  Financial  and  Compliance  Audits  of  Federally  Assisted 
Programs"  and  is  not  a  required  part  of  the  combined  financial 
statements  for  the  Montana  State  Prison.  This  schedule  has  been 
subjected  to  the  auditing  procedures  applied  in  the  examination  of 
the  basic  financial  statements  and,  in  our  opinion,  is  fairly  stated 
in  all  material  respects  in  relation  to  the  basic  financial  statements 
taken   as  a  whole. 

Respectfully   submitted. 


September   18,    1981 


^L^^^^^^QJC^ 


James   H.    Gillett,    CPA 
Principal   Audit  Manager 
Financial/Compliance  and   Contract  Audits 


Approved   by: 


,i^ 


CArtn^-y- 


Robert   R.    Rindwood 
Legislative  Auaitor 
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MONTANA  STATE  PRISON 
COMBINED  BALANCE  SHEETS 
ALL  FUNDS  AND  ACCOUNT  GROUPS 
JUNE  30,  1981 


ASSETS 
Cash 

Receivables 

Due  from  Enterprise  Fund 
Livestock 
Inventory 
Land 

Buildings  &  Improvements 
Accumulated  Depreciation  - 

Buildings  &  Improvements 
Equipment 

Accumulated  Depreciation  -  Equipment 
Available  to  Pay  Accrued  Expenditures 

Total  Assets 


GOVERNMENTAL  FUND  TYPES 

General    Special  Revenue 
Fund  Fund 


$  10,000 
96,970 
40,968 

232,020 


483,467 
863,425 


$34,037 
47,432 


81,469 


PROPRIETARY 

FIDUCIARY 

FUND  TYPE 

FUND  TYPE 

Enterprise 

Agency 

Fund 

Fund 

$   128,041 

$52,456 

119,063 

117 

1,702,913 

188,950 

690,274 

868,711 

(137,374) 

211,823 

(55,424) 

3,716,977 

52,573 

ACCOUNT  GROUP 

General  Fixed  Asset 
Group  of  Accounts 


$   25,626 
8,941,055 


313,984 


9,280,665 


LIABILITIES  AND  FUND  BALANCE 
Accounts  Payable 
Due  to  General  Fund 
Cancelled  Warrant  Clearing 
Due  to  Consolidated  Entity 
Accrued  Expenditures 
Due  to  Inmates 

Total  Liabilities 

Reserve  for  Inventories 
Investment  General  Fixed  Assets 
Fund  Balance/Retained  Earnings 

Total  Liabilities  and 
Fund  Balance/Retained  Earnings 


72,222 
40,968 


137 
147,938 
483,330 

58,980 

52,573 
52,573 

631,405 

58,980 

22,489 
$81,469 

113,190 

3,603,787 
$3,716,977 

232,020 
-0- 

9,280,665 

$863,425 

$52,573 

$9,280,665 

The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISON 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL  - 

ALL  GOVERNMENTAL  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1981 


GOVERNMENTAL  FUND  TYPES 


General  Fund 

Budget 

Actual 

Variance 

REVENUES: 
Charges  for  Services 
Rentals,  Leases,  &  Royalties 
Miscellaneous 
Federal  Assistance 

$   81,780 
3,960 

$ 

162,407 

44,588 

43 

$  80,627 

40,628 

43 

Total  Revenues 

85,740 

207,038 

121,298 

Special  Revenue  Fund 
Budget     Actual    Variance 


$136,600   $140,621    $  4,021 


20,072 


19,639 


156,672    160,260 


(433) 


3,588 


EXPENDITURES: 
Care  and  Custody 
License  Plate  Factory 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Support  From  (To)  General  Fund 
Consolidated  Entity  Transfers 


6,427,806    6,390,469     37,337 
6,427,806    6,390,469     37,337 


(6,342,066)   (6,183,431)   158,635 


47,165       47,165      -0- 
6,294,901    6,136,266   (158,635) 
-0-         -0-       -0- 


193,133 

184,876 

8,257 

403,115 

394,788 

8,327 

596,248 

579,664 

16,584 

(439,576) 

(419,404) 

20,172 

(10,819) 

(10,819) 

-0- 

421,951 

421,951 

-0- 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  JULY  1,  1980 

FUND  BALANCE  JUNE  30,  1981 


-0- 
-0- 

-0- 
-0- 

-0- 
-0- 

$ 

-0- 

$ 

-0- 

$ 

-0- 

(28,444)    (8,272)    20,172 
30,761     30,761      -0- 


$  2,317   $  22,489    $20,172 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISION 

COMBINED  STATEMENT  OF  REVENUES,  EXPENDITURES,  AND 

CHANGES  IN  FUND  BALANCE  -  BUDGET  AND  ACTUAL  - 

ALL  GOVERNMENTAL  FUND  TYPES 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1980 


GOVERNMENTAL  FUND  TYPES 


REVENUES : 
Charges  for  Services 
Sales  of  Documents,  Merchandise, 

&  Property 
Rentals,  Leases,  &  Royalties 
Income  Collections  &  Transfers 
Federal  Assistance 
Total  Revenues 


General  Fund 

Special  Revenue 

Fund 

Budget 

Actual 

Variance 

Budget     Actual 

Variance 

5,856 

$ 

5,069 
528 

$    (787) 
528 

$124,029   $134,026 

$  9,997 

3,960 

44,758 
326 

40,798 
326 

9,816 


50,681 


40,865 


125,799 
249,828 


79,163 
213,189 


(46,636) 
(36,639) 


EXPENDITURES: 
Montana  State  Prison 
Administrative  Services 
Care  and  Custody 
Development  Services 
License  Plate  Factory 
Total  Expenditures 

EXCESS  OF  CURRENT  REVENUES  OVER 
(UNDER)  CURRENT  EXPENDITURES 

OTHER  FINANCING  SOURCES  (USES): 
Prior  Year  Adjustments 
Support  From  (To)  General  Fund 
Consolidated  Entity  Transfers 


584,805 

174 

584,631 

41,135 

965 

40,170 

1,436,611 

1,383,799 

52,812 

104,318 

64,665 

39,653 

3,263,939 

3,594,839 

(330,900) 

89,113 

122,395 

(33,282) 

921,484 

1,163,754 

(242,270) 

18,839 

18,839 

-0- 

400,999 
654,404 

400,993 
607,857 

6 

6,206,839 

6,142,566 

64,273 

46,547 

(6,197,023) 

(6,091,885) 

105,138 

(404,576) 

(394,668) 

9,908 

82,846 

82,846 

-0- 

(79,758) 

(79,758) 

-0- 

6,114,177 

6,009,039 

(105,138) 

-0- 

-0- 

-0- 

375,633 

375,633 

-0- 

EXCESS  OF  REVENUES  OVER  (UNDER) 
EXPENDITURES  AND  OTHER  SOURCES 
(USES) 

FUND  BALANCE  JULY  1,  1979 

Adjustment  for  Correction  of 
Prior  Error 

Adjusted  Fund  Balance  July  1,  1979 

FUND  BALANCE  JUNE  30,  1980 


-0- 
-0- 


-0- 


-0- 
■0- 


-0- 
-0- 


$  -0- 


(108,701)   (98,793)     9,908 
166,341    166,341      -0- 

(36,787)   (36,787) 
129,554    129,554 

$  20,853  $  30,761    $  9,908 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA  STATE  PRISON 

RANCH  AND  DAIRY  ENTERPRISE  FUND 

COMPARATIVE  STATEMENT  OF  REVENUES,  EXPENSES, 

AND  CHANGES  IN  RETAINED  EARNINGS 

YEARS  ENDED  JUNE  30,  1980  AND  1981 


FISCAL  YEAR  1980 


FISCAL  YEAR  1981 


Operating  Revenues 

Eliminate  Internal  Transfers 

Revised  Operating  Revenue 
Operating  Expenses: 

Beginning  Inventory 

Cost  of  Production 

Cost  of  Products 
Available  for  Sale 

Less  Ending  Inventory 

Cost  of  Products  Sold 
Administrative  Expenses 
Delivery  Expenses 

Total  Operating  Expenses 
Operating  Income 


$1 
1 

,167, 

(38. 

,129, 

,816 

,168) 

,648 

$1,021,715 

$   12,230 
1,037,575 

$  53,529 
902,155 

1,049,805 
53,529 

955,684 
48,196 

- 

996,276 
67,837 
29,702 

907,488 
81,363 
32,859 

1 

,093, 
35, 

,815 
,833 

1,021,710 
5 

Non-Operating  Revenues 
(Expenses) : 

Insurance  Proceeds 

Timber  Sale 

Cattle  Sale 

Logging  Expense 

Depreciation  - 
Bldg  Not  in  Use 

Logging  Expense 

Total  Non-Operating 
Income 


11,584 

26,547 

154 


(12,333) 


4,420 


(975) 
(8,476) 


25,952 


(5,031) 


Net  Income 

Retained  Earnings  at 
Beginning  of  Year 
Prior  Year  Adjustments 
Other  Adjustments  (Note  8) 

Retained  Earnings  at 
End  of  Year 


61,785 


61,732 
(4,550) 


$  118,967 


(5,026) 


118,967 
(1,317) 
3,491,163 


$3,603,787 


The  notes  to  the  financial  statements  are  an  integral  part  of  this  statement. 
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MONTANA   STATE    PRISON 

Notes  to  the   Financial   Statements 

Fiscal   Year   Ending  June  30,    1980  and   June  30,    1981 


1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 
Basis  of  Accounting 

The    preceding    financial     statements    were    prepared    from    the 
Statewide     Budgeting     and     Accounting     System     with     adjustments. 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting.  Under  the  modified  accrual  basis  of  accounting, 
expenditures  are  recorded  on  the  basis  of  incurred  costs  or  legal 
liability  and  revenues  are  recorded  when  received  in  cash  unless 
susceptible  to  accrual.  Revenues  are  susceptible  to  accrual  if  they 
are  measurable  and  available  to  finance  expenditures  of  the  fiscal 
period  or  are  not  received  at  the  normal  time  of  receipt. 
Fund  Types 

On  July  1,  1979,  the  state  of  Montana  accounts  were  organized 
by  a  fund  structure  as  outlined  in  section  17-02-102,  MCA.  For 
financial  presentation,  these  funds  have  been  reclassified  according 
to  the  Governmental  Accounting  and  Financial  Reporting  Principles 
Statement  1  issued  by  the  National  Council  on  Governmental  Account- 
ing. 

GOVERNMENTAL    FUND   TYPES 

General  Fund  --  To  account  for  all  financial  resources  except 
those   required   to  be  accounted  for   in  another  fund. 

Special  Revenue  Fund  --  To  account  for  the  proceeds  of 
specific  revenue  sources  that  are  restricted  to  expenditure 
for  specified  purposes.  This  fund  corresponds  to  the  Ear- 
marked Revenue  Fund,  the  Federal  and  Private  Revenue 
Fund,  and  the  Bond  Proceeds  and  Insurance  Clearance  Fund 
within   the  state  treasury  fund   structure. 
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PROPRIETARY    FUND  TYPES 

Enterprise  Fund  --  To  account  for  the  prison  ranch  and 
inmate  canteen  operations.  This  fund  corresponds  to  the 
Revolving  Fund  within  the  state  treasury  fund  structure. 
The  prison  ranch  operates  on  a  break-even  basis  by  pricing 
ranch  products  to  recover  operating  costs. 

FIDUCIARY    FUND  TYPES 

Agency   Fund     --     The    agency    fund    is    used    to    account    for 
assets    held    by    the    state    as    an    agent    for    inmates   or   inmate 
organizations.       A    checking    account    is    maintained    in    a    local 
bank  for  this  account.      Individual   ledger  cards  are  established 
for  each   inmate  or  organization. 

GENERAL    FIXED   ASSET   GROUP  OF   ACCOUNTS 

This    account    group     accounts    for    all     land,     buildings,    and 
equipment,   excluding  those  items  of  the  prison   ranch  operations 
which   are   reported    in   the  Enterprise  Fund.      Fixed  assets  are 
valued  at  historical   cost  or  estimated  historical  cost. 


Vacation  and  Sick   Leave 

Employees  accrue  eight  hours  of  sick  leave  and  ten  hours  of 
vacation  leave  each  month.  Vacation  leave  accrual  rates  increase 
after  ten  years  of  service.  In  the  event  of  termination,  an  employee 
is  paid  for  100  percent  of  accumulated  vacation  and  25  percent  of 
accumulated  sick  leave.  Accumulated  vacation  and  sick  leave 
monetary  liability  is  not  calculated  until  an  employee  terminates  and 
is  not  readily  determinable  at  June  30,  1981. 
2.      EMPLOYEES'    RETIREMENT   SYSTEM 

The  prison  employees  are  covered  by  the  Public  Employees' 
Retirement  System  (PERS).  Under  the  plan,  the  prison  contributes 
6.2  percent  of  an  employee's  gross  wages  and  the  employee  contri- 
butes 6  percent  of  his  gross  wages  to  PERS.  During  fiscal  year 
1979-80,  the  prison  contributed  $254,824.  The  prison  contributed 
$247,482    during    the    fiscal    year    1980-81.      At    June  30,    1980,    the 
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Public   Employees'    Retirement  System  was  actuarially  sound  according 
to   a    report   by   the   System's   actuary.      The   unfunded    past    service 
and    the    actuarially    computed    value    of    vested    benefits    were    not 
readily   available   for   members   of   the   plan    employed    by  the  prison. 

3.  INSURANCE 

The  prison  is  insured  by  Montana's  self-insurance  plan  admin- 
istered by  the  Department  of  Administration. 

4.  BUDGET    INFORMATION 

A  fixed  annual  basis  of  budgeting  is  utilized.  Under  the 
fixed  annual  method,  appropriations  of  specific  dollar  amounts  are 
set  for  each  fiscal  year  of  a  biennium  by  the  Legislature.  Appro- 
priations control  financial  operations  during  each  fiscal  year.  At 
the  end  of  each  year,  General  Fund,  Special  Revenue  Fund,  and 
Enterprise  Fund  appropriation  authority  reverts  to  the  fund  of 
original  appropriation.  The  reverted  appropriation  authority  may 
be  used  in  the  subsequent  year  as  authorization  for  valid  prior 
year  obligations.  Budget  amendments  represent  the  authorization 
to  spend  funds  not  available  for  consideration  by  the  Legislature. 
They  are  subject  to  approval  of  the  Governor. 

5.  PRISON    INDUSTRIES 

The  1979  Legislature  established  prison  industries  as  a  sub- 
program of  the  Department  of  Institutions  Central  Office.  This 
activity  is  not  reflected  on  the  prison  financial   statements. 

6.  INVENTORY 

Livestock  of  $1,702,913  and  inventory  of  $48,196,  consisting 
of  cut  meat  and  dairy  products  in  the  Enterprise  Fund,  is  valued 
at   market   value   at   June  30,    1981    in  conformance  with   GAAP.      The 
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remaining  inventory  of  $140,754  in  the  Enterprise  Fund  is  valued 
at  the  most  recent  price  paid  for  each  item.  The  inventory  in  the 
General  Fund  is  valued  at  the  most  recent  price  paid  for  each 
item.  This  method  approximates  FIFO  in  that  the  inventory  at  the 
prison   is  generally  comprised  of  rapid   turnover  items. 

7.  CONSOLIDATED    ENTITY   TRANSFERS 

The  consolidated  entity  transfers  in  the  Special  Revenue  Fund 
represent  a  cash  transfer  from  the  Department  of  Justice  to  the 
prison  to  finance  the  operations  of  the  license  plate  factory  at  the 
prison. 

8.  ASSET  ADJUSTMENTS 

The  asset  adjustment  of  $3,491,163  for  fiscal  year  1981  repre- 
sents the  previously  unrecorded  inventories,  land,  and  other  fixed 
assets  of  the   Ranch   and   Dairy   Enterprise  Fund. 

9.  REIMBURSEMENTS 

In  accordance  with  Governmental  Accounting  and  Financial 
Reporting  Principles  Statement  1,  issued  by  the  National  Council 
on  Governmental  Accounting,  reimbursements  are  recorded  as 
expenditures  or  expenses  in  the  reimbursing  fund  and  as  a  reduc- 
tion of  the  expenditure  or  expense  in  the  fund  that  is  reimbursed. 
The  General  Fund  expenditures  have  been  adjusted  accordingly  for 
reimbursements  of  $6,644  in  fiscal  1980  and  reimbursements  of 
$31,440  in  fiscal   1981. 
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MONTANA  STATE  PRISON 
SCHEDULE  OF  FEDERAL  SUBGRANTS 
FISCAL  YEARS  ENDING  JUNE  30,  1980  AND  1981 


Subgrant  From 

Montana  Office  of  Public  Instruction 
-  U.S.  Department  of  Education 
--  Adult  Basic  Education 


Fiscal  Year  1979-80 


Fiscal  Year  1980-81 


Grant  Number   Receipts    Disbursements 


80-56-6006-057   $18,572 


Grant  Number    Receipts   Disbursements 


$18,572 


$18,572 


$18,933 


Montana  Department  of  Justice 

-  U.S.  Department  of  Justice 
—  LEAA 


78-64898 


4,228 


4,184 


Montana  Department  of  Labor  and  Industry 
-  U.S.  Department  of  Labor 
--  CETA-PSE 
--  World  of  Work-CETA 


55,459 
904 


55,570 
965 


0 
1,805 


0 
1,055 


TOTALS 


$79,163 


$79,291 


$20,377 


$19,988 


This  schedule  is  prepared  recording  receipts  on  the  cash  basis.  Disbursements 
include  expenditures  and  valid  obligations  incurred  during  the  period.  Because 
of  the  differences  in  accounting  method,  items  on  this  schedule 
amounts  included  in  the  financial  statements. 


may  not  agree  to 
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AGENCY    REPLY 


DEPARTMENT  OF  INSTITUTIONS 


TEDSCHWINDEN  GOVERNOR 


STATE  OF  MONTANA 


(406)449-3930 


1539  11TH  AVENUE 


HELENA,  MONTANA  59620 


June   9,    1982 


RPr'^-'VED 


Legislative  Audit  Committee 

of  the  Montana  State  Legislature 
Office  of  the  Legislative  Auditor 
State  Capitol 
Helena,  Montana   59620 


MONTANA  LEGISLATIVE  AUDITOR 


Gentlemen: 

We  have  reviewed  the  audit  report  prepared  by  the  staff  of  the  Legislative 
Auditor. 

The  report  provides  a  very  welcome  service  and  is  sincerely  appreciated. 
Our  responses  to  the  recommendations  are  attached. 


Sincerely, 


^ 


CARROLL  V.  SOUTH 
Director 


CVS:bt 
Attachment 


V 


NIty  !  MPI  (>VI  II 


MONTANA  STATE  PRISON  AUDIT  RECOMMENDATIONS  AND  RESPONSES 


PRISON  RANCH 


Recommendation  #1 

We  recommend  the  prison: 

A.  Divide  the  prison  ranch  operations  into  functional  operating 
components. 

B.  Report  all  financial  activity  in  its  financial  statements  and 
accounting  records. 


Response  #1 

A.  The  Department  has  developed  and  will  implement  changes  in  the 
Accounting  System  in  FY  83  that  will  report  revenue  and  expenses 
in  each  operating  component  of  the  ranch  and  determine  the  profit 
and  loss  of  each  of  those  operations. 

B.  We  agree  with  the  recommendation.   This  information  was  not 
included  in  the  financial  statements  for  the  period  because  the 
inventory  was  not  booked  at  the  beginning  of  the  audit  period  and 
therefore  any  gain  or  loss  on  an  asset  would  have  been  adjusted 
out,  having  no  effect  on  the  fund  balance.   Future  financial 
statements  will  include  this  information. 


TIMBER  SALE  PROCEEDS 

Recommendation  #2 

We  recommend  the  prison  deposit  all  timber  sale  proceeds  in  the  state 
general  fund  In  accordance  with  state  law. 

Response  //2 

There  are  several  issues  regarding  the  circumstances  surrounding  the  timber 
sale,  the  costs  to  the  ranch,  and  the  legislation  in  HB483  that  require  some 
discussion.   First,  the  contract  for  the  timber  sale  and  the  terms  of  that 
contract  were  determined  before  the  legislation  was  passed  in  1979. 
Anticipating  income  from  the  timber  sale  would  provide  income  to  the  ranch, 
the  terms  of  the  contract  required  the  ranch  to  handle  post  sale  activities 
such  as  slash  removal,  road  closures  and  seeding.   Significant  costs  were 
also  incurred  in  preparing  for  and  administering  the  sale. 

The  Ranch  operated  on  a  revolving  fund  account  and  therefore,  after  the 
passage  of  legislation,  was  left  in  the  position  of  incurring  costs  to  meet 
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the  contract  obligations  with  no  source  of  revenue  to  offset  these  costs. 
It  seemed  inappropriate  to  raise  the  price  of  meat  and  dairy  products  sold 
to  Institutions  to  cover  costs  associated  with  the  timber  sale  and  we 
requested  and  obtained  permission  from  the  Office  of  Budget  and  Program 
Planning  to  retain  sufficient  funds  to  cover  these  costs. 

The  amount  retained  by  the  Prison  Ranch  was  less  than  rates  set  by  the  Land 
Board  for  timber  sales  and  slash  funds  associated  with  timber  sales  on  State 
forest  land.   The  Forestry  Division  is  authorized  to  retain  $8.00  mbf  for 
timber  stand  improvement  and  the  same  for  slash  removal  from  the  sale  of 
timber  which  is  earmarked  for  administrative  costs  and  field  work 
expenditures. 

The  legislation  passed  in  1979  does  not  recognize  the  ranch's  prior  contract 
commitment,  or  the  ranch's  need  to  recover  the  costs  associated  with  the 
sale. 

The  Department  will  submit  a  proposal  to  the  legislature  requesting  that  the 
ranch  be  allowed  to  retain  these  funds.   Reverting  the  money  would  require 
meat  and  dairy  prices  to  the  Institutions  be  increased,  which  would  be  a 
cost  to  the  General  Fund  offsetting  the  amount  reverted. 


REVENUE  FROM  OIL  AND  GAS  LEASES 

Recommendation  #3 

We  recommend  the  prison  request  the  Department  of  State  Lands  to  deposit 
revenue  from  oil  and  gas  leases  in  the  General  Fund  to  the  credit  of  the 
prison. 


Response  #3 

We  agree  with  this  recommendation,  we  will  make  this  request  of  the 
Department  of  State  Lands,  and  we  have  changed  our  Revenue 
Estimate/Responsibility  Center  structure  in  insure  a  credit  to  the  General 
Fund. 


INSURANCE  PROCEEDS 


Recommendation  //4 

We  recommend  the  prison  revert  $7,262  of  insurance  proceeds  to  the  State 
General  Fund. 


Response  #A 

We  agree  with  this  recommendation.   We  will  revert  $7,262  of  insurance 
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proceeds  to  the  General  Fund,  and  we  wi]l  review  all  future  proceeds  to 
Insure  that  the  funds  are  used  or  reverted  within  the  two  year  requirement, 


EMPLOYEE  LEAVE  ACCRUALS 

Recommendation  #5 

We  recommend  the  prison  accrue  employee  leave  credits  in  accordance  with 
State  law. 


Response  //5 

We  agree  with  this  recommendation.   Effective  May  1,  1982  all  vacation  and 
sick  leave  will  be  credited  at  the  end  of  each  pay  period. 


NON-TREASURY  CASH  FUNDS 

Recommendation  #6 

We  recommend  that  the  prison  maintain  only  those  Non-Treasury  cash  funds 
authorized  by  the  Department  of  Administration. 


Response  #6 

We  agree  with  this  recommendation.   We  will  request  from  the  Department  of 
Administration  authorization  of  all  Non-Treasury  cash  funds. 


PAYROLL 

Recommendation  //7 

We  recommend  the  prison  segregate  the  preparation,  approval,  submission,  and 
distribution  of  payroll. 

Response  #7 

We  agree  with  this  recommendation.   The  following  steps  have  been  or  will  be 
taken: 

1.  The  payroll  clerk  will  not  be  authorized  to  approve  the 
prepayroll. 

2.  Upon  approval  by  an  authorized  staff  member  the  prepayroll  will  go 
directly  into  the  mail.  The  payroll  clerk  will  not  have  access  to 
the  prepayroll  after  approval. 
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3.    The  payroll  checks  will  not  be  sorted  or  distributed  by  the 
payroll  clerk. 

The  above  changes  will  segregate  the  preparation,  approval,  submission,  and 
distribution  of  payroll. 


INVENTORIES  AND  FUEL  SUPPLIES 
Recommendation  #8 
We  recommend  the  prison: 

A.  Perform  annual  physical  inventories. 

B.  Improve  controls  for  fuel  supplies. 

Response  #8 

We  agree  with  this  recommendation. 

A.  We  have  been  performing  physical  inventories  since  the  end  of 
fiscal  year  1981  and  we  will  continue  to  be  in  compliance. 

B.  Upon  identifying  the  fuel  control  weaknesses  a  written  procedure 
was  established  and  is  monitored  to  insure  compliance. 

FIXES  ASSETS 

Recommendation  #9 

We  recommend  the  prison  continue  to  improve  the  physical  control  and 
accounting  for  fixed  assets. 

Response   //9 

We  agree  with  this  recommendation.   By  the  end  of  fiscal  year  1983  we  will 
be  in  complete  compliance. 

PRISON  INDUSTRY 

Recommendation  #10 

We  recommend  the  prison  continue  recording  the  prison  industries  program  as 
an  enterprise  fund  operation  in  its  accounting  records. 

Response  //lO 

The  Department  agrees  with  this  recommendation. 
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STAFFING 


Recommendation  //ll 

We  recommend  the  prison: 

A.  Evaluate  Its  staffing  level  and  seek  the  necessary  FTE  to 
adequately  staff  custodial  positions  within  the  statutory 
provisions  limiting  the  custodial  work  day;  or 

B.  Formally  establish  a  plan  documenting  which  positions  are 
mandatory  to  comply  with  section  53-30-103,  MCA. 


Response  #11 

We  agree  with  option  B  of  this  recommendation.   Montana  State  Prison  will 
establish  a  written  policy  that  delineates  those  posts  which  must  be  filled 
to  avoid  "emergencies,  endangering  health,  life,  or  property".   (Section 
53-30-103  MCA).   Overtime  incurred  in  filling  these  posts  will  then  not  be 
in  violation  of  this  section. 


PRISON  HOUSING  RENTAL 


Recommendation  #12 


V 
We  recommend  that  the  prison  revise  rental  rates  on  prison  housing  units  in 
accordance  with  department  guidelines. 


Response  #12 

We  concur  with  this  recommendation. 
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